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Secretary Pierce Outlines HUD’s Direction for House Subcommittee 


On Capitol Hill recently, Secretary Samuel R. Pierce, Jr., discussed the administration’s planned 
direction *‘in housing and urban development programs and how it relates to the President’s Program 
for Economic Recovery.’’ In a prepared statement submitted for the record, Secretary Pierce told the 
Housing and Community Development Subcommittee of the House Committee on Banking, 
Finance and Urban Affairs, that ‘‘implementing the administration’s economic plan is an absolute 
necessity. Whether we are rich or poor, or live in an urban or rural area,”’ he said, ‘‘inflation is the 
common enemy. We must be successful in the effort to control inflation if we are to lay a solid 
foundation for economic recovery and a general improvement in all aspects of our society.”’ 


Secretary Pierce told the subcommittee members that his Department has ‘‘embarked upon a prudent 
and constructive examination of our programs and objectives’’ with the overall intention of delivering 
**a sound and reasonable level of services for the least amount of the taxpayers’ dollars.’’ He stressed 
that the HUD budget cuts were proposed only after ‘‘long and hard deliberation’’ and said that the cuts 
do not *‘represent an abandonment of our commitment to the housing and urban needs of this Nation.”’ 
As the administration moves to bring inflation under control, he told the subcommittee, **we will begin 
creating conditions that will stimulate private development, open jobs and make possible affordable 
housing for the American people.”’ 


In the housing area, the Department’s major proposal involves reductions from approximately 255,000 
units in 1981 to 210,000, with a further reduction to 175,000 units in 1982. The Comprehensive 
Modernization program will be reduced from the $2 billion budget authority level for fiscal years 198 1 
and 1982 (as included in the Carter budget) to $1.7 billion in FY 1981 and $1.5 billion in FY 1982. 
Secretary Pierce said that the best way to house people is to make better use of the existing housing 
stock, and added that HUD proposes to move the percentage of existing units within the Section 8 and 
Public Housing total to 51 percent in 1981 and to 55 percent in 1982. ‘*The net budgetary results of these 
actions,’’ he said, “‘are to reduce the program level in 1981 by $5.1 billion of budget authority, for 
which a rescission action is proposed; and to reduce the $29.6 billion of budget authority included in the 
Carter budget for the subsidized housing programs for 1982 to a new level of $19.7 billion.”’ 


Acknowledging that the reduction may seem large, the HUD Secretary pointed out that *‘these kinds of 
programs commit the Government to expenditures for up to 40 years.’’ He said that more than $220 
billion of future spending is already committed and that the administration has no choice but to cut down 
increases in the ‘‘uncontrollable future spending’’ which the programs induce if it is to balance the 
budget. ‘‘We are very sensitive to the need for subsidized housing programs, but we must find ways to 
provide this much-needed resource in a less costly manner,”’ he added. 


Other highlights of his testimony included the following: 


* Homeownership Assistance (Section 235) — *‘Although we are sympathetic with the needs of 
lower-income Americans for developing homeownership opportunities, it is important to focus scarce 
subsidy dollars on the lowest income element of our population.’’ The Carter budget proposed no 
additional funding for the Section 235 program in 1982. 








* Rent Supplement Program — The revised budget continues the strategy included in the Carter budget 


to deal with the financial difficulties experienced by rent supplement projects. This involves a 
long-term solution which would convert projects to 15-year Section 8 assistance, and would repeal 
legislation requiring the agency to offer to amend Rent Supplement contracts using Section 8 existing 
assistance. 


* Rental Housing Assistance (Section 236) — The Carter budget has a proposal for $148.5 million of 
budget authority to provide for needed amendments under the deep subsidy component of this program. 
Subsequent examination has indicated that there will be sufficient recaptured funds available during 
1982 to meet all requirements, and the request was, therefore, withdrawn. 


* Congregate Services Program — The administration has not changed the proposal of the Carter 
administration to rescind the 1981 appropriation for this program. There are $13.3 million of 
unobligated balances available in 1981 which appear sufficient to complete this demonstration 
program. 


* Mortgage Insurance Programs (FHA Fund) — The administration believes that there is a need to 
control Federal credit activities. In reviewing the expected amount of insurance activity during fiscal 
years 1981 and 1982, it was determined that HUD could forego the $4.8 billion supplemental proposed 
in the Carter budget as well as reduce the limitation on insurance commitments in 1982 from $44 billion 
to $35 billion. These new insurance levels represent HUD’s current estimates of activity. 


* Housing for the Elderly and Handicapped (Section 202) — The administration is maintaining its 
commitment to the elderly and handicapped by making no changes in the net level of program 
activity — $830.8 million — proposed by the prior administration. The program of seed money loans 
(Section 106) which provides assistance to small sponsors applying for Section 202 loans also will be 
left at the levels originally proposed. 


President Nominates Savas, May to be HUD Assistant Secretaries 


President Ronald Reagan has nominated Emanuel S. Savas and Stephen May to serve in key positions at 
HUD, Savas as Assistant Secretary for Policy Development and Research (PD&R), and May as 
Assistant Secretary for Legislation and Congressional Relations. Commenting on the nominations, 
Secretary Samuel R. Pierce said: **Research and legislative relations are vitally important to the 
Department’s effective functioning. Nominees Savas and May are highly respected leaders and bring a 
professionalism to HUD that will strengthen our management team.”’ 


As head of PD&R, Savas will be responsible for all research, studies, testing, and demonstrations 
related to the HUD mission. These functions are generally carried out through grants, cooperative 
agreements, contracts with industry, nonprofit research organizations, educational institutions, and 
agreements with State and local governments, other Federal agencies, and private foundations. 


Prior to his nomination, Savas was director of the Center for Government Studies and professor of 
Public Systems Management at the Graduate School of Business, Columbia University. From 1967 to 
1972 he served as the Deputy City Administrator of New York City. Prior to that appointment he held a 
number of management positions with the IBM Corporation, including manager of Urban Systems 
(1966-1967). 


A graduate of the University of Chicago (1951) where he earned a bachelor’s degree with honors, 
Savas also earned a bachelor of science degree from that school (1953); a master’s degree from 
Columbia University (1956); and a Ph.D degree from Columbia in 1960. The author of five books and 
some 50 articles, Savas has been the recipient of numerous honors including the Louis Brownlow 
Memorial Award from the American Society of Public Administration for *‘distinguished 
contributions to the literature of public administration.”’ 


May will serve as a principal advisor to Secretary Pierce and will be responsible for providing services 
to the Congress for all HUD programs and activities. 





Before his nomination, Assistant Secretary May was a member of the Branch, Turner, and Wise law 
firm located in Rochester, N.Y. He served as commissioner and chairman of the New York State 
Board of Elections (1975-1979) and was the mayor of Rochester, N.Y . for three years ending in 1973. 
Earlier, he served as a Rochester city councilman-at-large. From 1955 to 1964 he was executive 
assistant to Senator Kenneth B. Keating of New York. 





Other public service activities have included a stint as chairman of the board of the Empire State Report, 
a New York State journal of government and politics; board member of the Institute for Mediation and 
Conflict Resolution; vice chairman of the Temporary State Commission on the Powers of Local 
Government; vice president of the New York State Conference of Mayors; and as chairman of a 
Committee on Housing, the White House Conference on Aging. A Phi Beta Kappa graduate of 
Wesleyan University, Middletown, Conn. , May also holds a law degree from Georgetown University, 
Washington, D.C. 


Secretary Pierce, meanwhile, named Theodore R. Britton, Jr., to a top position at HUD. Britton, a 
former U.S. ambassador to Barbados and Grenada, has been named Assistant to the Secretary for 
International Affairs. 


A former HUD deputy assistant secretary , Britton will advise and assist Secretary Pierce in assembling 
and exchanging housing and urban planning experience and technology with foreign nations. He also 
will coordinate the Department’s participation in international organizations and activities mandated 
by legislation or Presidential directives. 


Before coming to HUD, Britton was a management consultant in the areas of management, marketing, 
and public affairs. Earlier, he served as president and chief executive officer of the United Mutual Life 
Insurance Company and executive vice president of Logical Technical Services Corporation. 


A graduate of the School of Commerce, Accounts, and Finance, New York University, where he 
earned a B.S. degree in banking and finance in 1952, Ambassador Britton also attended the Graduate 
School of Business Administration from 1952 to 1953. 


HUD Releases Survey of December 1980 Mortgage Lending Activity 


HUD said recently that originations by long-term mortgages on one-to-four family homes fell to $10.5 
billion in December 1980, down 16 percent from a year earlier. Home mortgage originations totaled $131 
billion in 1980, 30 percent below the $187 billion in 1979. 


Among the major lender groups, HUD said, savings and loan associations decreased their lending by 26 
percent in 1980, mortgage companies were off 36 percent, and originations by commercial banks declined 
35 percent from 1979. Savings and loan associations accounted for 46 percent of originations in 1980, 
followed by mortgage companies and commercial banks with market shares of 22 and 20 percent, 
respectively, the HUD survey showed. 


Information for the mortgage lending survey is obtained under a cooperative arrangement by HUD and 
seven Federal and private organizations which receive reports from some 1,550 lending institutions and 
agencies. 


Significant Litigation 
Lora Brooks, et al. v. Secretary of HUD, Adams County Housing Authority, et al., C.A. No. 81-102 
(D. Colo., filed 1/28/81) 


In this class action suit, plaintiff alleges that the owner of her unit, which she claims is insured under 
§22 1(d)(4) and subsidized under the §8 Special Allocations program, seeks to evict her without 
complying with applicable HUD regulations, the United States Housing Act of 1937, the National 
Housing Act and the due process clause of the Fifth Amendment to the U.S. Constitution. Plaintiff 
alleges that the Federal defendants have failed to supervise the eviction practices of the PHA and owner 
and to require the PHA to issue notices to vacate to tenants and provide informal hearings when owners 
seek to evict them. 





H & H Builders, Inc. et al. v. Jeanette Porter, et al., C.A. No. 81-51-ORL-CIV-Y (M.D. Fla., filed 
Feb 10, 1981) 


In this action three Florida builders claim that HUD’s priority system for the disbursal of Section 235 
contract authority is arbitrary and capricious in violation of the due process clause of the Fifth 
Amendment. They claim that HUD arbitrarily gives priority to builders who have begun construction 
of homes, but who do not have contracts of sale, over builders who have entered into contracts of sale 
with eligible buyers but who have not started construction. At a February 27 hearing the District Court 
denied plaintiffs’ Motion for a Temporary Restraining Order on the ground that plaintiffs had not 
demonstrated substantial likelihood of success on the merits of their suit. 


Friendship Independent School District v. Housing Authority of Lubbock, HUD, et al., CA 5-80-136 
(N.D. Texas) 


After trial on the merits, the court has granted judgment for all defendants. The plaintiff, a school 
district in Lubbock, Texas, had sought to enjoin construction of a 96-unit low-rent public housing 
project within its boundaries. Initially , the court ruled that the plaintiff did have standing to sue, finding 
that the required consideration of educational facilities in the Project Selection Criteria (24 C.F.R. part 
200.710) and in HUD Handbook 7417.1 were at least arguably intended partially for the benefit of the 
school district. However, the court ruled that the plaintiff did not have standing to contest alleged 
irregularities in the competitive selection of turnkey proposals. On the merits, the court found that 
HUD’s consideration of impact on the schools had been adequate and that HUD’s preparation of a 
Normal Environmental Clearance for the project complied with HUD regulations and NEPA. 





Project notes totaling $1, 188,436,000, representing 94 public housing agencies, were sold in early March 
at an average interest rate of 7.803 percent, according to HUD. The interest rate for last month was 7.292 

percent. Bids ranged from 6.67 percent to 8.25 percent. The average maturity of the notes sold was 5.1 

months. Proceeds of the note sale will be used to reimburse the Federal Government for funds advanced to 
public housing agencies and to refund maturing notes for low-income housing projects. 
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